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Statgment as of December 31, 2005 of the

Arkansas Blue Cross and Blue Shield, A Mutual Insurance Company

CASH FLOW
osaum Year ?am Year
CASH FROM OPERATIONS
1. Premiums cofiected net of rBMSUTANRER....oevc s . e e srereen e 310,124,158 1 903,942,026
2. Netinvestment income . . " 14,648,820 15,206,276
3. Miscellaneous iNCOME..-ne R
4, Total {Lines 1 through 3}.. 929,771,078 e 319,148,302
5 Benefit and loss related payments Y . F. 7314 ) SO, 698,135,344
6. Nettransfers to Separate, Segregated Accaunts and Protected Cell Accounts
7. Commissions, expenses paid and aggregate write-ins for deductions, A22470653 | oo 39,128,764
8 Dividends paid o policyholders .
9. Federal and foreign income taxes paid [recovered) §.........0 net of tax on capitat gains {losses)..... e .33 008688 ... ,.31,894 378
10.  Total (Lines 5 through 8) etesistbs a4 araea e b RS S e aRRE . 890,054,941 ....829,159 486
11.  Net cash from operations (Line 4 minus Une 10} 38,718,137 89,808,818
CASH FROM INVESTMENTS

12.  Proeseds from investments sold, matured or repaid:

12.1 Bonds. R v ) — e 38,519,117

12.2 Stocks 8,716,367 6,034,352

12.3 Mortgage loans

124 Realestate . - 230,326 .484,418

12,5 Other invested assets .

42,6 Net gains or {losses) on cash, cash equivalents and short-tem INVESIMEME...... ... o

427 Miscelianeous procesds 132,023 .

128 Totalinvestment proceeds (Lines 12.1to 12.7), 59,230,644 | ..oovovvirsvrinen 8,037,887
13. Costof investments acquired (long-term only): .

131 Bonds i TTE9B,056 | .orcereecne ..52,906,943

132 Stocks 28,923,238 6453,724

133 Morlgage toans....

134 Real estate 2480673 20,616,524

13.5 Other invested assets .

136 Miscelianeous applications... " 227,540 633,544

13.7 Tolal invesiments acquired (Lines 13.1 to 13.6) . 409,228 509 90,610 835
14, Netincrease (decrease) in cantract loans and premium notes
15.  Net cash from invesiments {Line 12.8 minus Lines 13.7 and 14) A49,998,865H vervrrvnrersrnrenen (44,572,849}

CASH FROM FINANCING AND MISCELLANEQUS SOURCES

16. Cash provided {applied):

16.1 Sumplus notes, capital notes...... .

16.2 Cap#al and paid in surplus, fess treasury stock

16.3 Bomowed funds -

16.4 Net deposits on deposit-type contracts and other insurance ligbifities

16.5 Dividends o stockholders

16.6 Other cash provided (applied) (BEILATN . ... i)
17.  Netcash from financing and miscellaneous sources {Lines 16.1 to 16.4 minus Line 16.5 plus Line 18.8).. e {8,631.473) ...{27 1,843}

RECONCILIATION OF CASH, CASH EQUIVALENTS AND SHORT-TERM INVESTMENTS

18.  Net change In cash, cash equivalents and short-term investments (Line 11 plus Line 15 plus Line 17} {18.914,201)
19. Cash, cash aquivalents and shor-term invesiments:

18.1 Beginning of year. — 34,049,630

192 Endofyear (Line 18plusline 180} i s s ey s _— - ...79,135 429

temental disclosures of cash flow infarmation for non-cash fransactions:
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satement 2 of Decerber 31, 2150100 ATKENSAS Blue Cross and Blue Shield, A Mutual Insurance Company

UNDERWRITING AND INVESTMENT EXHIBIT

PART 1 - PREMIUMS
i 2 3 i
Net Premsium
Direct Reinsurance Reinsurance Incame
Line of Business Business Assurned Ceded {Cols. 1+2-3)
1. Comprehansive (hospital and medical) SOB.B41,665 .vverriceucmrsemrmr s ssarmnnensd B1,5B5,408 | .ovvoscnrmnrscmmisrssrsssssstississscsessessiont s | ssmssasssssmtsssssssssesmmsseens 570,197,073
2. Medicare supplement ATBEET,505 Jovvrronrerimiasrrininesscemessassessasiensssenss | assssssssssemsnssossemsesmseess semassostesmesssatees | vertmtrsnteseestssmsmeeesmeesesss 170,563,505
B DBNMA OflY.rerirseusssevsasrasssssssssessensressssssssssssorsrireres s s sssssenss | wessesesssessssserearess s 40888 1At s eees et ATABLIIB J o snsssssrsssrsres [ ssssssssstismssssmstorostesssssessnoed 8808808 |ocooeree e 8,373,311
B S O] N R P 0
5. Federat empioyeas NBaHR BERBMS BIBM......comurimimscciosins  coesessssesressrresessesssessssessssssssesessessssssseessssesesmmmsssesossen HBZITB,104 | ooooissrtstemmsemeemssmm s sessarsrsssssnss | sosscsesssoneessssmesesessstesssseassssnessstsasssenss 167,376,104
I L O ORI HUTUSR N A 0
L OSSR I S I 0
S USRI NSRRI S A ]
RS ST A F R N 0
L K e S S F £ (125 DO, RSNV | & 11 -0 DO 0
B VSRS S N A 0
12, Health sublotal (Lines 1 Hr0UIR 11) i iy smssssssssecssemssssesessseseosscespesssserssasessessreststmnneneesenssonsess BB3748,292 F ... B1.585408 | ... 8823707 | .. 916,509,993
L S S NS S R ¢
B OO O S T 0
15, Totals (Lines 1210 14} isine cnne 863,748,292 | ... oo 61585408 1 . 8823707 | .o 916,509,993
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swemenias of ecerner 51,005 0t00. AATK@NSas Blue Cross and Blue Shield, A Mutual Insurance Company

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2A - CLAIMS LIABILITY END OF CURRENT YEAR

0L

1 2 3 4 5 [ 7 B g 16 11 12 13
Federal
Comprehensive Employees Title Tile
{Medical Medicare Dentat Vision Heatth xvi XX Stop Disahifity Long-Tem Other Other
Tolal and Hospital) Stipplement Only Oniy Benefits Plan Medicare Medicaid Loss income Care Health Nan-Heatth

. Reported in process of adjustment:

L DB csis s ensss st sesssrssssbssssneesssossens | svsisanse 19,247,746 |.......... 17,000,227 |..........es 2247818 |

1.2 Reinsurance assumed............ JSVPORS I SV USRI RPN

1.3 Reinsurance ceded... LTI SOOI DIV

A B ersssrnsrmsissistsresrs s tossssssrstisssssussossssssssssassersss § sstaserser 19,247,748 | 17,000,227 2,247 519 £
. Incizred but unreported:

2.1 Direct 81,103,467 |......... 46,134,578 17,037,981 {ooenn 1,288,034

2.2 Reinsusance assumed. 5,482,738 5,482,738 ..

23 Relnsurance ceded 1,272,326 . V.16 2 OO ORISR DISSIIETS SNORRARIPNRPONE IVURPIIDMRURITE DT — 24,448 |.......

24 NBL s rureessermse et et sssesssessesmessseamsasasssmpessrersypeseesonss | geesasnens 85,313.877 {......51 617,314 | ... 17,037,981 40,156 |.. B Foreeerene 18,618,428 | 0 0 LI SO o 01 L D )
. Amounts withheld from paid claims and capitations:

31 Direct 0 | eorcerrmeemmeereememescreos | ovemessesseacnsessevsnss | saresserermsmsmssssesarsanes | essepeseaemsessmmsensnies

3.2 Reinsurance sssumed . .8 7.1 4

3.3 Reinsurance ceded L1 DUVRIOUDOIURUIGIUNE JUSBVONIVRE DONUVDIDISURR PRUUROISIDIIDIIUIIE JYSOIIRISRITIITN [VROROUSVOR VRSSO SRR

B NBL. o sass sttt s v 26847 0 0 0 (o LI SO ¢ VIR PR 0
. Totals:

4.3 DIBCLeveraresresssirseseramnssresrarsssssrssstesssassrsasssns assmsessesssessssasssraseeres] sssaas 100,364,213 |........ 63,134,805 [......... 18,285,500 |.coennnnee 1,268,034 [ .ol 4 PO 18,618,426 0 0 0. L2 R 24 448 0. 0

4.2 REINSUNANCE ASSUMBH. . s rrmercsmrvemssrsismsssssssmsessmamensrasesesssrssssrs § srssvanersns 5,509,683 5,508,683 0 LT3N O 0 0 L I 0 L1 [ SR 0 ]

43 Relnsurantce AR ..o sssssiens | seesmosans 1272328 [ .covreevcarmnassasscnsand 13 SRR LI SR 1,247,878 . 0 0 0 L1 0 0 24,448 0

L - O U 104588570 §........ 68,644,488 1. ... 19285500 ..o 40,198 e [ . 16,618,426 [+ ] T [ IR {1 PO— 0 0 0
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samenasof secemser 31, 2050t ATK@NSAS Blue Cross and Blue Shield, A Mutual Insurance Company

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS

{000 Omitied)
SECTION A - PAID HEALTH CLAIMS - GRAND TOTAL
Curnulative Net Amounts Paid
Year in Which Losses 1 2 3 4 5
Were Insumred 200 2002 2003 2004 2005
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SECTION B - INCURRED HEALTH CLAIMS - GRAND TOTAL
Sum of Cumulative Not Amaundt Paid and Claim Liability, Claim Reserve and Medica! Incentive Pool and Bonuses Gulstanding at End of Year
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Were Incured 2001 2002 2003 2004 2005
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SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - GRAND TOTAL
1 2 3 4 5 8 7 8 9 10
Ciaim and Clalm Tota! Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustmant
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sutomentas of Decerber 31, 205 or0e ATKANSas Blue Cross and Biue Shield, A Mutual insurance Company

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS
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000 Omitted)

SECTION A - PAID HEALTH CLAIMS - MEDICARE SUPPLEMENT

Cumdative Net Amounts Paid
Year in Which Losses i 2 3 4 5
Were Incurred 2001 2062 2003 2004 2005
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Premiums were Eamed and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adiustment Expense incurred Percent
Claims were Incurred Eamed Payments Expense Payments {Col. 3i2) {Col.2+3) {Cot. 511) Unpaid Expenses {Col.5+7+8) {Col. 9/1)
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saementzs ol Decmber 31, isotve. ATKansas Blue Cross and Biue Shield, A Mutual Insurance Company

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS
(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - VISION ONLY

Cumulative Net Amounts Pald

Year in Which Losses 3 4 5
Were Incurred 2003 2004 2005
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SECTION B - INCURRED HEALTH CLAIMS - VISION ONLY
Sum of Curnulative Net Amotnt Paid and Clalm Liability, Claim Reserve and Medical Incentive Pogl and Bonuses Ouistanding at End of Year
Year in Which Losses 1 2 3 4 b
Were incurred 200 2002 2003 2604 2005
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SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - VISION ONLY
1 2 3 4 5 6 7 B 9 10
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Years in Which Adjustrment Unpaid Claim Claims Adjustment
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Claims were Incured Eamed Payments Expense Payments {Col. 3i2) {Col. 2 + 3} {Col, 511 Unpaid Expenses {Col. 547 +8} {Col. 81
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cemmas et zsarne Arkansas Blue Cross and Blue Shield, A Mutual Insurance Company

U & | Ex.-Pt.2C-Sn A-Paid Claims-Medicare
NONE

U & | Ex.-Pt.2C-Sn B-Incurred Claims-Medicare
NONE

U & | Ex.-Pt.2C-Sn C-Expense Ratio-Medicare
NONE

U & | Ex.-Pt.2C-Sn A-Paid Claims-Medicaid
NONE

U & | Ex.-Pt.2C-Sn B-incurred Claims-Medicaid
NONE

U & | Ex.-Pt.2C-Sn C-Expense Ratio-Medicaid
NONE

U & | Ex.-Pt.2C-Sn A-Paid Claims-Other
NONE

U &l BEx.-Pt.2C-Sn B-Incurred Claims-Other
NONE

U & [ Ex.-Pt.2C-Sn C-Expense Ratio-Other
NONE

12.XV, 12X, 12.0T
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Statement as of Cecember 31, 2005 of the

Arkansas Blue Cross and Blue Shield, A Mutual Insurance Company

EXHIBIT OF NONADMITTED ASSETS
1

Current Year 35%32 Qmémw in Total
Total Total Nenagmilted Assets
Nonadmitted Assets Nonadmitied Assets {Col.2-Col. D)
1. Bonds {Schedle D)oo iereaiones sresroriner | enevremmenene I ween | ]
2. Stocks {Schedule D)
21 Preferred stocks. . e e | e o)
2.2 Common stocks 29473895 1. {29,473,495)
3. Mortgage loans on real estate (Schedule B):
3.1 Firstiiens.., (R v o)
3.2 Otherthan first liens S . rersrsrmranssinrand
4, Real estate (Schedule A):
4.1 Properiies ocoupled by the company " ]
4.2 Properties held for the production of income, 0
43 Properfies held for sale . . 0
5. Cash {Schedule E-Part 1), cash sguivalents {Schedule E-Part 2)
and short-temn investments (SChEdIE DA ittt sieressstesstianasessssistoress | sospstesretsssssesstnsratoctessertirssresterimsre | tsetoeraresesrassssesmsserssssressssseesssesentsss 0
6. Contractloans, . 0
7. Qtherinvested assels (Schedute BA} )
8. Receivables for securities. G
9. Aggregate write-ins for invested assels. & .0
10. Subtotals, cash and invested assets {Lines 1 {0 9, 29.473.895 § o 0 (29,473,995)
11, Tite plants (for Tille insurers only) )
12.  Invesiment income due and aceried i ]
13, Premiums and considerations:
13.1 Uncollected premiums and agents’ balances in the course of collection 46,049 B3937 | ovcmcmmcrmmermrmmneecmnenn 11,888
13.2 Deferred premiums, agents' balances and installments booked but
defarred and not yet due " 0
13.3 Accrued retrospective premiums. . 0
14. Reinsurance:
4.7 Amounts recoverable from reinsurers...... . 4
14.2 Funds held by or deposited with reinsured companies.......rw..... ]
14.3 Other amounts receivable under reinsurance confracts. o
18.  Amounts recaivable relafing to uninsured plans. 0
16,1 Curent federal and foreign income tax recoverabie and inferest thereon 0
6.2 Net deferred tax asset 33483345 |..... 33,316,569 {176,776}
17, Guaranty finds reeeivable or on deposit " . 0
18. Electronic dafa processing equipment and software 5,718,927 §,173676 454 749
18, Furniture and aquipment, including health care delivery assefs. 6,737,588 10,663,497 e, 925,809
20. Net adjustment in assets and liabilities due to foreign exchange rates........ 0
2%, Receivable from parent, subsidiaries and affifiates. . 0
22. Health care and other amounis receivable 3,114,932 A01TLA87 | o crenrnsrnneanrnnn. 396,555
23. Aggregate write-ins for other than invested assets e 5,605,833 oo LBZDB2E (o 2. 219,402
24, Total assets excluding Separate Accounts, Segregated Accounts and Profected
Cell Accounts (Lines 10 through 23), 84,190,669 {.......... 62,054,491 (22,136,178)
25. From Separate Accounts, Segregated Accounts and Profected Cell Accounts. . 0
26. TOTALS {Lines 24 and 25) 84,160,669 62,054,491 (22,136,178)
DETAILS OF WRITE-INS
0801, Deposits with Nafional Accounts i}
0902, 0
0803, o
0598, Summary of remaining write-ins for Line 9 from overflow page. H i G
6999, Totals {Lines 6801 thru 0803 plus 0598} (Line 9 above) g 0 RN |
2301, Federst Empioyee Program Receivabla 0
2302. Miscellaneous Recaivable 56,879 856,879
2303, Cther Assets §,605,833 6,968,446 1,362,613
2398, Summary .&.aamma:o write-ins for Line 23 from overflow page 0 i} 0
2389, Totals h_._a_mw 2301 thru 2303 plus 2398} (Line 23 above) 5,505 833 7,825 325 2,219,492
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8l

satementasof Decontr 31, 2005010 ATK@NSas Blue Cross and Blue Shield, A Mutual Insurance Company

EXHIBIT 2 - ACCIDENT AND HEALTH PREMIUMS DUE AND UNPAID
1 2 3 4 5 [ i
Name of Deblor 1-3C Days 31 -60 Days 61 - 80 Days Over 90 Days Nonadmited Admitted
ABH Premiums Dug and Unpaid
0299498, Premiums due and unpaid not individually fistad .. 55,156,260 1 ...ovveeerescrrssnrisnnss LN 54,683 LY —— 46,049 | .... ......08,258,423
0299589, Total groupn. b5, 156,260 | .. 3047481 54,683 46,049 .. 46,049 | . 58,258,423
0589939, Accident and health premiums due and unpald {Page 2, Line 13} 55,788,280 | +...vovomererrsrmerrirmeseemneosees 3047 81 LR 46,040 AB.080 1 e 5B,258,423
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02

staementas of Decorber 31, 2005050 ArKaNsas Blue Cross and Blue Shield, A Mutual Insurance Company

EXHIBIT 4 - CLAIMS UNPAID AND INCENTIVE POOL, WITHHOLD AND BONUS (Reported and Unreported)

Aging Analysis of Unpaid Claims
3

1

Account

2
1-30Days

31 -60 Days

3
81 - 80 Days

5
91 . 120 Days

[
Over 120 Days

7

Total

Claims Unpaid (Reported)

399995, Aggregale accounts not individually fisted - covered 13,560,341 1 .. 235,809 | 28622 ] LI KEX 14,026,053
£499399, Subtotals 13,560,341 | 236,808 | 218622 | 58381 ... 343 1 ... . 14.026,053
0559999, Unreported claim and ofhier claim resefves . 91,834,842
0759998, Total claims unpaid 105,860,808
§899998. Accrued medical INCENtVE DOOI BN OIS BIMOUNES. .........e.cevesivererseemsunscoresesmesscssnseasosessosssoresaosssueeeressssssmssrssnireras 4batesssbotnth 12440 440n b4 e BoLt21SE4RERFSESIREE T AE RS T8 B42E3S SR S0 R8 SRR o4 AT ERALRS 5S040 E 4 1L1E S22 L8 18 148 s arars b msmn ke bbb e arsmes s a1 r e b 4mn S bR 4L E P L1800 1 ob gttt artnts | Shesstmissstonssssnssnat st bttt e v 174,181
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(A4

submentas ol December 31, 2005 or0e. AFKANSas Blue Cross and Blue Shield, A Mutual Insurance Company

EXHIBIT 6 - AMOUNTS DUE TO PARENT, SUBSIDIARIES AND AFFILIATES
: 2 3

7
Afiliate

Description

Amount

Current

5

Non-Current

Amounts Due To Parent, Subsidiaries and Affiliates

Pinnacle Business Solutions, inc

[intercompany 20,742,585 20,742,585 T e
00000, InOIVIGUAITY TSt PBYEIIES..errorerorrsrsersssrasessroresemarreeeresr e a1 e L AL EA bR L FRE 2Pt £EeEEoEE A b L4800 A AL 1A 0 L AT 81 e A 0TS St g gseoss | assutossovnmsnssg oo 20,742,585 20,742,585 0
0294499, Payables nof individually fisted 6,189,726 3689,727 2,489 855
(0390090, TOEAT GTOSS PAYADIBS.......0ooeersreeeeseereseesensessreerereeerecssesreseeereeeeseressaseesesseeeseesseeseemsaserassssasessase _ epierrerdsecereceeeecbreseeeeeeee et 4411 LT T A YRR S A 26,932,311 24 432 312 2,499,998
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EXHIBIT 8 - FURNITURE, EQUIPMENT AND SUPPLIES OWNED
i 2 3

4 5 6
Book Value Assets
Accumulated Less Not Net Admitted
Description Cost Improvements Deprecialion Encumbrances Admitted Assels
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NOTES TO FINANCIAL STATEMENTS

7. Investment Income

All investment income due and accrued is included in investment income.

8. Derivative Instruments

The Company does not own any derivative instruments.

9. Income Taxes

Arkansas Blue Cross Blue Shield files a consolidated federal income tax return with its other eligible subsidiaries as follow: USAble
Corporation, Ideal Medicare Services, Inc, and Pinnacle Business Solutions, Inc. The Company is party to a federal income tax allocation
agreement. Under the tax sharing agreement, the Company pays to or receives from each subsidiary the amount, if any, by which the groupd
federal income tax Hability was affected by virtue of inclusion of the subsidiary in the consolidated federal return. Effectively, this results in

the Company$ annual income tax provision being computed, with adjustments, as if the Company filed a separate return.

When available, the Company mmm.mmm net operating loss carry forwards to offset taxable income under the terms of the tax sharing agreement.
At December 31, 2005, the Company had $0 of operating loss carry forwards.

The following are income taxes incurred in the current and prior year that will be available for recoupment in the event of future net losses:

20035 $ 34,757,000
2004 $ 35,246,000
2003 3 0

The components of current income tax expense are as follows:

2005 2004
Federal $ 35,736,986 $ 34,674,857
Foreign 64,319 32914
Federal Income Tax on net capital gains . % 1,015,930 $ (955817
Utilization of capital loss carry-forwards -
Federal income tay incurred $ 36817435 $ 33,751,954

The provision for federal and foreign income taxes incurred is different from that which would be obtained by applying the statutory Federal
income tax rate to income before income taxes. The significant items causing this difference are as follows:

December 31, 2005 Effective Tax Rate

Provision computed at statutory rate $30,930,214 35.0%
Tax exempt income deduction $ (28,195 0
Dividends received deduction $ (218,121 -0.2%
Tax differentials on foreign earnings $ 0 0
Nondeductible expense $ 306,809 0.3%
Tax Credits $  (193,800) -0.2%
Other $ 2,606,957 29%
Total 3 33,403,924 37.8%
Federal and foreign income taxes incurred $ 36,817,435 41.7%
Change in net deferred incomes taxes $(3,413,51D) -3.9%
Total statutory incomes taxes $ 33,403,924 37.8%

The components of the net deferred tax asset/(liability) [at December 31] are as follows:

December 31, 2005 December 31, 2004

Total of all deferred tax asset (admitted and nonadmitted) $58,990,794 % 55,682,810
Total of all deferred tax liabilities 19,026,036 14,405,281

Net deferred tax asset (liability) 39,964,759 41,277,529
Total deferred tax assets nonadmitted in accordance with :

SSAP No. 10, Income Taxes 33,493,345 33,316,569

Net admitted deferred fax asset/{liability}) 6,471,413 7,960,961
Increase (decrease) in deferred tax assets nonadmitted § 176,776 $(12,521,964)
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